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Subpart B—Determining Rate of
Basic Pay

SOURCE: 70 FR 31291, May 31, 2005, unless
otherwise noted.

GENERAL PROVISIONS

§531.201 Purpose.

This subpart contains regulations of
the Office of Personnel Management
(OPM) implementing 5 U.S.C 5332, 5333,
and 5334, which deal with setting and
adjusting rates of basic pay for General
Schedule (GS) employees. These regu-
lations are supplemented by regula-
tions on GS within-grade increases in
subpart D of this part; GS quality step
increases in subpart E of this part; lo-
cality rates in subpart F of this part;
special rates in 5 CFR part 530, subpart
C; and grade and pay retention in 5
CFR part 536.

§531.202 Coverage.

This subpart covers employees who
occupy Dpositions classified and paid
under the GS classification and pay
system, as provided in 5 U.S.C. 5102 and
5331 or other applicable laws. Law en-
forcement officers (LEOs) receiving
LEO special base rates are covered by
the GS classification and pay system,
but receive higher base rates of pay in
lieu of GS rates at grades GS-3 through
GS-10. This subpart also covers GS em-
ployees who receive special rates under
5 U.S.C. 5305 and 5 CFR part 530, sub-
part C.

§531.203 Definitions.

In this subpart:

Agency means an Executive agency as
defined in 5 U.S.C. 105 or an agency in
the legislative branch with employees
covered by this subpart. To the extent
that the regulations in this subpart re-
late to non-GS service in the Federal
Government, agency includes any other
agency in the Federal Government.

Demotion means a change of an em-
ployee, while continuously employed,
from one GS grade to a lower GS grade,
with or without a reduction in pay.

Employee means an employee as de-
fined in 5 U.S.C. 2105 who is covered by
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this subpart. For the purpose of deter-
mining eligibility under the superior
qualifications and special needs pay-
setting authority in §531.212 and apply-
ing the maximum payable rate provi-
sions in §§531.216 and 531.221 (which
consider rates of pay received during
non-GS service in the Federal Govern-
ment), employee also includes any em-
ployee as defined in 5 U.S.C. 2105 and—

(1) An individual employed by the
U.S. Postal Service or the Postal Rate
Commission who would be considered
an employee under 5 U.S.C. 2105 but for
the exclusion in section 2105(e); and

(2) An individual employed by a De-
partment of Defense or Coast Guard
nonappropriated fund instrumentality
(as described in 5 U.S.C. 2105(c)) for
service covered by §531.216 (for the pur-
pose of applying that section and
§§531.211 and 531.212).

Eristing rate means the rate received
immediately before a pay action takes
effect, after processing a general pay
adjustment and any other simulta-
neous pay action that is higher in the
order of precedence under §531.206. For
example, the eristing rate immediately
before a promotion action must reflect
any geographic conversion under
§531.205 and any simultaneous within-
grade increase or quality step increase.

Federal Government means all entities
of the Government of the TUnited
States, including the U.S. Postal Serv-
ice and the Postal Rate Commission.
The District of Columbia is deemed to
be part of the Federal Government
with respect to employees of the gov-
ernment of the District of Columbia
(DC) who were first employed by that
government before October 1, 1987. A
Department of Defense or Coast Guard
nonappropriated fund instrumentality
(as described in 5 U.S.C. 2105(c)) is not
considered part of the Federal Govern-
ment except for the purpose of apply-
ing §§531.211 and 531.212 to employees
covered by §531.216 upon employment
in a GS position.

General Schedule or GS means the
classification and pay system estab-
lished under 5 U.S.C. chapter 51 and
subchapter III of chapter 53. It also re-
fers to the pay schedule of GS rates es-
tablished under 5 U.S.C. 5332, as ad-
justed under 5 U.S.C. 5303 or other law
(including GS rates payable to GM em-

§531.203

ployees). Law enforcement officers
(LEOs) receiving LEO special base
rates are covered by the GS classifica-
tion and pay system but receive higher
base rates of pay in lieu of GS rates at
grades GS-3 through GS-10.

GM employee means a GS employee
who was formerly covered by the Per-
formance Management and Recogni-
tion System under 5 U.S.C. chapter 54
on October 31, 1993 (and therefore be-
came covered on November 1, 1993, by
section 4 of Pub. L. 103-89, the Perform-
ance Management and Recognition
System Termination Act of 1993), and
who continues thereafter to occupy a
position as a supervisor or manage-
ment official (as defined in 5 U.S.C.
7103(a2)(10) and (11)) in the same grade of
the General Schedule (GS-13, 14, or 15)
and in the same agency without a
break in service of more than 3 days.
(See §531.241.) Any reference to employ-
ees, grades, positions, or rates of basic
pay under the General Schedule in-
cludes GM employees.

GS rate means a rate of basic pay
within the General Schedule, excluding
any LEO special base rate and addi-
tional pay of any kind such as locality
payments or special rate supplements.
A rate payable to a GM employee is
considered a GS rate even though the
rate may fall between GS step rates.

Highest applicable rate range means
the rate range applicable to a GS em-
ployee based on a given position of
record and official worksite that pro-
vides the highest rates of basic pay, ex-
cluding any retained rates. For exam-
ple, a rate range of special rates may
exceed an applicable locality rate
range. In certain circumstances, the
highest applicable rate range may con-
sist of two types of pay rates from dif-
ferent pay schedules—e.g., a range
where special rates (based on a fixed
dollar supplement) are higher in the
lower portion of the range and locality
rates are higher in the higher portion
of the range.

Law enforcement officer or LEO has
the meaning given that term in 5 CFR
550.103.

LEO special base rate means a special
base rate established for GS law en-
forcement officers at grades GS-3
through GS-10 under section 403 of the
Federal Employees Pay Comparability

383



§531.203

Act of 1990 (section 529 of Pub. L. 101-
509, November 5, 1990, as amended)
which is used in lieu of a GS rate.

Locality payment means a locality-
based comparability payment payable
to GS employees under 5 U.S.C. 5304
and 5 CFR part 531, subpart F.

Locality rate means a GS rate or an
LEO special base rate, if applicable,
plus any applicable locality payment.

Official worksite means the official 1lo-
cation of the employee’s position of
record, as determined under 5 CFR
531.605.

OPM means the Office of Personnel
Management.

Payable rate means the highest rate
of basic pay to which an employee is
entitled based on the employee’s posi-
tion of record, official worksite, and
step (or relative position in range for a
GM employee) or, if applicable, a re-
tained rate.

Pay schedule means a set of rate
ranges established for GS employees
under a single authority—i.e., the Gen-
eral Schedule, an LEO special base rate
schedule (for grades GS-3 through 10), a
locality rate schedule based on GS
rates, a locality rate schedule based on
LEO special base rates (for grades GS—
3 through 10), or a special rate sched-
ule. A pay schedule applies to or covers
a defined category of employees based
on established coverage conditions
(e.g., official worksite, occupation). A
pay schedule is considered to apply to
or cover an employee who meets the es-
tablished coverage conditions even
when a rate under that schedule is not
currently payable to the employee be-
cause of a higher pay entitlement
under another pay schedule.

Position of record means an employ-
ee’s official position (defined by grade,
occupational series, employing agency,
LEO status, and any other condition
that determines coverage under a pay
schedule (other than official work-
site)), as documented on the employ-
ee’s most recent Notification of Per-
sonnel Action (Standard Form 50 or
equivalent) and current position de-
scription. A position to which an em-
ployee is temporarily detailed is not
documented as a position of record. For
an employee whose change in official
position is followed within 3 workdays
by a reduction in force resulting in the
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employee’s separation before he or she
is required to report for duty in the
new position, the position of record in
effect immediately before the position
change is deemed to remain the posi-
tion of record through the date of sepa-
ration.

Promotion means a GS employee’s
movement from one GS grade to a
higher GS grade while continuously
employed (including such a movement
in conjunction with a transfer).

Rate of basic pay means the rate of
pay fixed by law or administrative ac-
tion for the position held by a GS em-
ployee before any deductions, including
a GS rate, an LEO special base rate, a
special rate, a locality rate, and a re-
tained rate, but exclusive of additional
pay of any other kind. For the purpose
of applying the maximum payable rate
rules in §§531.216 and 531.221 using a
rate under a non-GS pay system as an
employee’s highest previous rate, rate
of basic pay means a rate of pay under
other legal authority which is equiva-
lent to a rate of basic pay for GS em-
ployees, as described in this definition,
excluding a rate under §531.223. (See
also 5 CFR 530.308, 531.610, and 536.307.)

Rate range or range means a range of
rates of basic pay for a grade within an
established pay schedule, excluding
any retained rate. A rate range may
consist of GS rates, LEO special base
rates, locality rates, special rates, or,
for non-GS employees, similar rates
under other legal authority.

Reassignment means a change of an
employee, while serving continuously
in the same agency, from one position
to another without promotion or demo-
tion.

Reemployment means employment, in-
cluding reinstatement or another type
of appointment, after a break in serv-
ice of at least 1 full workday.

Retained rate means a rate above the
maximum rate of the rate range appli-
cable to a GS employee which is pay-
able under 5 CFR part 536 or, for a
former member of the Senior Executive
Service, under 5 CFR 359.705.

Special rate means a rate of pay with-
in a special rate schedule established
under 5 CFR part 530, subpart C, or a
similar rate for GS employees estab-
lished under other legal authority (e.g.,
38 U.S.C. T7455). The term special rate
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does not include an LEO special base
rate or an adjusted rate including mar-
ket pay under 38 U.S.C. 7431(c).

Special rate schedule means a pay
schedule established under 5 CFR part
530, subpart C, to provide higher rates
of pay for specified categories of GS po-
sitions or employees at one or more
grades or levels or a similar schedule
established for GS employees under
other legal authority (e.g., 38 U.S.C.
7455).

Special rate supplement means the por-
tion of a special rate paid above an em-
ployee’s GS rate. However, for a law
enforcement officer receiving an LEO
special base rate who is also entitled to
a special rate, the special rate supple-
ment equals the portion of the special
rate paid above the officer’s LEO spe-
cial base rate. When a special rate
schedule covers both LEO positions and
other positions, the value of the special
rate supplement will be less for law en-
forcement officers receiving an LEO
special base rate (since that rate is
higher than the corresponding GS
rate). The payable amount of a special
rate supplement is subject to the Exec-
utive Schedule level IV limitation on
special rates, as provided in 5 CFR
530.304(a).

Temporary promotion means a time-
limited promotion with a not-to-exceed
date or a specified term.

Transfer means a change of an em-
ployee, without a break in service of 1
full workday, from one branch of the
Federal Government (executive, legis-
lative, or judicial) to another or from
one agency to another.

Where different pay schedules apply
means, in the context of applying the
geographic conversion rule, that an
employee’s official worksite is changed
to a new location that would cause the
employee to lose or gain coverage
under a location-based pay schedule
(i.e., locality rate schedule or special
rate schedule) if the employee were to
remain in the same position of record.

Within-grade increase has the meaning
given that term in §531.403.

[70 FR 31291, May 31, 2005, as amended at 73
FR 66152, Nov. 7, 2008; 73 FR 76847, Dec. 18,
2008]

§531.205

§531.204 Entitlement to other rates of
pay.

(a) A law enforcement officer is enti-
tled to LEO special base rates in lieu of
GS rates at grades GS-3 through GS-10.
A law enforcement officer is entitled to
the LEO special base rate that cor-
responds to his or her grade and step. If
an employee loses LEO status, the em-
ployee is entitled to the GS rate for his
or her grade and step unless a higher
rate is set under the maximum payable
rate rule in §531.221 or under the pay
retention rules in 5 CFR part 536, as ap-
plicable. LEO special base rates are
used in computing locality rates, as
provided in subpart F of this part. A
law enforcement officer may be enti-
tled to a special rate that is computed
using the underlying GS rate for the
LEO’s grade and step.

(b) When an employee’s GS rate or
LEO special base rate is determined
under the rules of this subpart, the
agency must determine any other rate
of basic pay to which the employee is
entitled, including a locality rate
under subpart F of this part and a spe-
cial rate under 5 CFR part 530, subpart
C, or other legal authority (e.g., 38
U.S.C. 7455). The employee is entitled
to the highest applicable rate of basic
pay as his or her payable rate. When an
employee’s special rate is surpassed by
a higher locality rate, his or her enti-
tlement to a special rate is terminated,
as provided in §530.303(d).

(c) When application of the rules in
this subpart results in setting an em-
ployee’s payable rate in the highest ap-
plicable pay schedule (e.g., a locality
rate schedule or a special rate sched-
ule), the agency must determine the
employee’s underlying GS rate or LEO
special base rate, as applicable, based
on that payable rate (i.e., by finding
the corresponding underlying rate with
the same grade and step (or relative po-
sition in range for a GM employee) as
the payable rate).

[70 FR 31291, May 31, 2005, as amended at 73
FR 66152, Nov. 7, 2008]

§531.205 Converting pay upon change
in location of employee’s official
worksite.

When an employee’s official worksite
is changed to a new location where dif-
ferent pay schedules apply, the agency
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must convert the employee’s rate(s) of
basic pay to the applicable pay sched-
ule(s) in the new location before proc-
essing any simultaneous pay action
(other than a general pay adjustment,
as provided in §531.206). The agency
must first set the employee’s rate(s) of
basic pay in the applicable pay sched-
ule(s) in the new location based on his
or her position of record (including
grade) and step (or a GM employee’s
GS rate) immediately before the
change in the employee’s official work-
site. The resulting rate must be used as
the existing rate in processing the next
simultaneous pay action in the order of
precedence, using the applicable pay
schedules in the new location. In con-
junction with any simultaneous pay
actions, the employee’s rate(s) of basic
pay will then be set based on the em-
ployee’s new position of record and new
official worksite.

[70 FR 31291, May 31, 2005, as amended at 73
FR 66152, Nov. 7, 2008]

§531.206 Order of processing simulta-
neous pay actions.

When multiple pay actions with the
same effective date affect an employ-
ee’s rate of basic pay, the actions will
be processed in the following order:

(a) Process general pay adjustments
before any individual pay action that
takes effect at the same time. General
pay adjustments include an annual ad-
justment in the General Schedule
under 5 U.S.C. 5303; an adjustment in
LEO special base rates; an adjustment
of a locality pay percentage under sub-
part F of this part; the establishment
or adjustment of a special rate sched-
ule under 5 CFR part 530, subpart C, or
similar legal authority (e.g., 38 U.S.C.
7455); and an adjustment of a retained
rate under 5 CFR 359.705(d)(1) and
536.305(a)(1) based on the establishment
or adjustment of a pay schedule.

(b) Convert the employee’s rate(s) of
pay to reflect any change in the loca-
tion of the employee’s official work-
site, as prescribed in §531.205 (or simi-
lar geographic conversion provision).

(c) Process any within-grade increase
or quality step increase to which the
employee is entitled.

(d) Process any promotion action
using the rates of pay and rate ranges
in the sequence prescribed in §531.214.
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(e) Except as otherwise provided in
paragraphs (a) through (d) of this sec-
tion or other regulation, process indi-
vidual pay actions that take effect at
the same time in the order that gives
the employee the maximum benefit.

§531.207 Applying annual pay adjust-
ments.

(a) Except as otherwise provided in
this section, on the effective date of a
GS pay adjustment under 5 U.S.C. 5303
or similar authority, an agency ini-
tially must set the GS rate of a GS em-
ployee at the new rate of the adjusted
General Schedule corresponding to the
employee’s grade and step in effect im-
mediately before the effective date of
the pay adjustment. Any simultaneous
pay actions must be processed after the
pay adjustment, as provided in §531.206.

(b) For employees receiving a re-
tained rate immediately before the ef-
fective date of a GS annual pay adjust-
ment, the agency must adjust the em-
ployee’s rate of basic pay under the
rules in 5 CFR 536.305 (or under 5 CFR
359.705 for former members of the Sen-
ior Executive Service receiving a re-
tained rate under that section).

(c) For GM employees, the agency
must follow the rules in §531.244.

SETTING PAY WHEN APPOINTMENT OR
POSITION CHANGES

§531.211 Setting pay for a newly ap-
pointed employee.

(a) First appointment. An agency must
set the payable rate of basic pay for an
employee receiving his or her first ap-
pointment (regardless of tenure) as a
civilian employee of the Federal Gov-
ernment at the minimum rate of the
highest applicable rate range for the
employee’s position of record, except
as provided in §531.212.

(b) Reemployment. For an employee
who has previous civilian service in the
Federal Government, an agency must
set the payable rate of basic pay upon
reemployment at the minimum rate of
the highest applicable rate range for
the employee’s position of record un-
less—

(1) The employee meets the condi-
tions in §531.212 and an agency deter-
mines it is appropriate to set pay under
that section; or

386



Office of Personnel Management

(2) The employee is eligible for a
higher payable rate under the max-
imum payable rate rule in §531.221 and
the agency chooses to apply that rule.

§531.212 Superior qualifications and
special needs pay-setting authority.

(a) Agency authority. (1) An agency
may use the superior qualifications or
special needs pay-setting authority in 5
U.S.C. 5333 to set the payable rate of
basic pay for an employee above the
minimum rate of the highest applica-
ble rate range for the employee’s posi-
tion of record. The superior qualifica-
tions or special needs pay-setting au-
thority may be used for—

(i) A first appointment (regardless of
tenure) as a civilian employee of the
Federal Government; or

(ii) A reappointment that is consid-
ered a new appointment under 5 U.S.C.
5333 because it meets the conditions
prescribed in paragraph (a)(2) and (3) of
this section.

(2) An agency may use the superior
qualifications and special needs pay-
setting authority for a reappointment
only when the employee has had a
break in service of at least 90 days
from the last period of civilian employ-
ment with the Federal Government, ex-
cept as provided in paragraph (a)(3) of
this section.

(3) Except as provided in paragraph
(a)(b) of this section, an agency may
use the superior qualifications and spe-
cial needs pay-setting authority for a
reappointment without requiring a 90-
day break in service if the candidate’s
civilian employment with the Federal
Government during the 90-day period
immediately preceding the appoint-
ment was limited to one or more of the
following:

(i) A time-limited appointment in the
competitive or excepted service;

(ii) A non-permanent appointment in
the competitive or excepted service;

(iii) Employment with the govern-
ment of the District of Columbia (DC)
when the candidate was first appointed
by the DC government on or after Oc-
tober 1, 1987;

(iv) An appointment as an expert or
consultant under 5 U.S.C. 3109 and 5
CFR part 304;

§531.212

(v) Employment under a provisional
appointment designated under 5 CFR
316.403;

(vi) Employment under an Internship
Program appointment under
§213.3402(a) of this chapter ; or

(vii) Employment as a Senior Execu-
tive Service limited term appointee or
limited emergency appointee (as de-
fined in 5 U.S.C. 3132(a)(b) and (a)(6), re-
spectively).

(4) Service as an employee of a non-
appropriated fund instrumentality
(NAFI) of the Department of Defense or
Coast Guard is not considered employ-
ment by the Federal Government under
this section except for employees cov-
ered by §531.216 upon appointment or
reappointment (i.e., employees who
move from NAFI position to GS posi-
tion with a break in service of 3 days or
less and without a change in agency).
Employees covered by §531.216 upon ap-
pointment or reappointment to a GS
position are not eligible to have pay
set under the superior qualifications or
special needs authority, since their
NAFI employment is considered em-
ployment by the Federal Government.
Otherwise, NAFI employment does not
block application of this section.

(5) An agency may not apply an ex-
ception in paragraph (a)(3) of this sec-
tion if the candidate’s civilian employ-
ment with the Federal Government
during the 90-day period immediately
preceding the appointment was in one
or more of the following types of posi-
tions:

(i) A position to which an individual
is appointed by the President, by and
with the advice and consent of the Sen-
ate;

(ii) A position in the Senior Execu-
tive Service as a noncareer appointee
(as defined in 5 U.S.C. 3132(a)(7));

(iii) A position excepted from the
competitive service by reason of its
confidential, policy-determining, pol-
icy-making, or policy-advocating char-
acter;

(iv) A position to which an individual
is appointed by the President without
the advice and consent of the Senate;

(v) A position designated as the head
of an agency, including an agency
headed by a collegial body composed of
two or more individual members;
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(vi) A position in which the employee
is expected to receive an appointment
as the head of an agency; or

(vii) A position to which an indi-
vidual is appointed as a Senior Execu-
tive Service limited term appointee or
limited emergency appointee (as de-
fined in 5 U.S.C. 3132(a)(b) and (a)(6), re-
spectively) when the appointment must
be cleared through the White House Of-
fice of Presidential Personnel.

(b) Superior qualifications or special
needs determination. An agency may set
the payable rate of basic pay of a newly
appointed employee above the min-
imum rate of the grade under this sec-
tion if the candidate meets one of the
following criteria:

(1) The candidate has superior quali-
fications. An agency may determine
that a candidate has superior qualifica-
tions based on the level, type, or qual-
ity of the candidate’s skills or com-
petencies demonstrated or obtained
through experience and/or education,
the quality of the candidate’s accom-
plishments compared to others in the
field, or other factors that support a
superior qualifications determination.
The candidate’s skills, competencies,
experience, education, and/or accom-
plishments must be relevant to the re-
quirements of the position to be filled.
These qualities must be significantly
higher than that needed to be mini-
mally required for the position and/or
be of a more specialized quality com-
pared to other candidates; or

(2) The candidate fills a special agen-
cy need. An agency may determine
that a candidate fills a special agency
need if the type, level, or quality of
skills and competencies or other quali-
ties and experiences possessed by the
candidate are relevant to the require-
ments of the position and are essential
to accomplishing an important agency
mission, goal, or program activity. A
candidate also may meet the special
needs criteria by meeting agency work-
force needs, as documented in the agen-
cy’s strategic human capital plan.

(c) Pay rate determination. An agency
may consider one or more of the fol-
lowing factors, as applicable in the
case at hand, to determine the step at
which to set an employee’s payable
rate of basic pay using the superior
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qualifications and special needs pay-
setting authority:

(1) The level, type, or quality of the
candidate’s skills or competencies;

(2) The candidate’s existing salary,
recent salary history, or salary docu-
mented in a competing job offer (tak-
ing into account the location where the
salary was or would be earned and com-
paring the salary to payable rates of
basic pay in the same location);

(3) Significant disparities between
Federal and non-Federal salaries for
the skills and competencies required in
the position to be filled;

(4) Existing labor market conditions
and employment trends, including the
availability and quality of candidates
for the same or similar positions;

(5) The success of recent efforts to re-
cruit candidates for the same or simi-
lar positions;

(6) Recent turnover in the same or
similar positions;

(7) The importance/criticality of the
position to be filled and the effect on
the agency if it is not filled or if there
is a delay in filling it;

(8) The desirability of the geographic
location, duties, and/or work environ-
ment associated with the position;

(9) Agency workforce needs, as docu-
mented in the agency’s strategic
human capital plan; or

(10) Other relevant factors.

(d) Consideration of recruitment incen-
tive. In determining whether to use the
superior qualifications and special
needs pay-setting authority and the
level at which the employee’s payable
rate of basic pay should be set, an
agency must consider the possibility of
authorizing a recruitment incentive
under 5 CFR part 575, subpart A.

(e) Approval and documentation re-
quirements. (1) An agency must approve
each determination to use the superior
qualifications and special needs pay-
setting authority prior to the can-
didate entering on duty. Each deter-
mination must be made in writing and
reviewed and approved by an official of
the agency who is at least one level
higher than the employee’s supervisor,
unless there is no official at a higher
level in the agency.

(2) An agency must document all of
the following for each determination to
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use the superior qualifications and spe-
cial needs pay-setting authority suffi-
cient to allow reconstruction of the ac-
tion taken in each case:

(i) The superior qualifications of the
candidate under paragraph (b)(1) of this
section or the special agency need for
the candidate’s services under para-
graph (b)(2) of this section which justi-
fies a higher than minimum rate;

(ii) An explanation of the factor(s)
and supporting documentation under
paragraph (c) of this section which
were used to justify the rate at which
the employee’s pay is set. The written
documentation must explain how the
factors directly relate to the rate ap-
proved; and

(iii) The reasons for authorizing a
higher than minimum rate instead of
or in addition to a recruitment incen-
tive under 5 CFR part 575, subpart A.

(f) Ensuring compliance. An agency
must establish appropriate internal
guidelines and evaluation procedures
to ensure compliance with the law, this
section of OPM regulations, and agency
policies.

[70 FR 31291, May 31, 2005, as amended at 73
FR 66152, Nov. 7, 2008; 77 FR 28222, May 11,
2012; 78 FR 49362, Aug. 14, 2013]

§531.213 Setting pay upon change in
position without a change in grade.

For an employee who is moved lat-
erally (by transfer, reassignment,
change in type of appointment, change
in official worksite, or other change in
position) from one GS position to a dif-
ferent GS position without a change in
grade or a break in service, the agency
must determine the employee’s pay-
able rate of basic pay and any under-
lying rate(s)s of basic pay based on the
employee’s new position of record, new
official worksite, and the step (or rel-
ative position in range for a GM em-
ployee) in effect before the position
change. If an employee is eligible to re-
ceive a higher rate under the maximum
payable rate rule in §531.221, the agen-
cy may choose to apply that rule. If an
employee is entitled to pay retention,
the agency must apply the rules in 5
CFR part 536.

[70 FR 31291, May 31, 2005, as amended at 73
FR 66152, Nov. 7, 2008]
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§531.214 Setting pay upon promotion.

(a) General. An agency must set an
employee’s payable rate of basic pay
upon promotion following the rules in
this section, consistent with 5 U.S.C.
5334(b). The promotion rule in 5 U.S.C.
5334(b) and the implementing rules in
this section apply only to a GS em-
ployee who is promoted from one GS
grade to a higher GS grade. Consistent
with §531.206, any general pay adjust-
ment that takes effect on the same day
as a promotion action must be proc-
essed before applying the rules in this
section.

(b) Geographic conversion. When an
employee’s official worksite is changed
to a new location where different pay
schedules apply, the agency must con-
vert the employee to the applicable
pay schedule(s) and rate(s) of basic pay
for the new official worksite based on
the employee’s position of record be-
fore promotion as provided in §531.205
before processing a simultaneous pro-
motion action.

(c) Simultaneous within-grade increase.
When an employee is entitled to a
within-grade increase or a quality step
increase that is effective at the same
time as a promotion, the agency must
process that increase before processing
the promotion action.

(d) Promotion rule—(1) General. An
agency must determine an employee’s
payable rate of basic pay upon pro-
motion using the standard method in
paragraph (d)(3) of this section or the
alternate method in paragraph (d)(4) of
this section, subject to the special rule
in paragraph (d)(6) of this section for
employees receiving a retained rate be-
fore promotion. A determination re-
garding whether the alternate method
is used in place of the standard method
depends on the pay schedules that
apply to an employee before and after
promotion, as provided in paragraph
(d)(2) of this section. In this paragraph
(d), references to an employee’s rate or
range ‘‘before promotion’” mean the
rate or range before promotion but
after any geographic conversion re-
quired by paragraph (b) of this section.

(2) Determining applicable method. The
following rules govern determinations
regarding which promotion method to
use:
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(i) Apply the standard method exclu-
sively if the employee is covered by the
same pay schedules before and after
promotion. For example, an employee
may be covered by the General Sched-
ule and the same locality rate schedule
before and after promotion.

(ii) Apply the alternate method if the
employee is covered by different pay
schedules before and after promotion
and if the alternate method will
produce a higher payable rate upon
promotion than the standard method.
For example, an employee may be cov-
ered after promotion by a special rate
schedule that did not apply to him or
her before promotion, and the alter-
nate method will produce a higher rate.

(iii) Apply the standard method in all
other circumstances, except that an
agency may, at its sole and exclusive
discretion, apply the alternate method
for an employee covered by different
pay schedules before and after pro-
motion even though the method pro-
duces a lesser payable rate than the
standard method, but only under the
following conditions:

(A) The agency determines it would
be inappropriate to use the standard
method based on a finding that the
higher pay for the position before pro-
motion is not sufficiently related to
the knowledge and skills required for
the position after promotion; and

(B) The agency informs the employee
of the determination to use the alter-
nate method before the effective date
of the promotion.

(3) Standard method. (i) The standard
method of applying the promotion rule
is presented in the following table:

Promotion Rule—Standard Method

Step A | If applicable, apply the geographic conversion rule
in §531.205 to determine the employee’s rate(s)
and range(s) of basic pay based on the employ-
ee’s position of record before promotion and the
new official worksite, as required by paragraph
(b) of this section. Also, if applicable, provide any
simultaneous within-grade increase or quality step
increase, as required by paragraph (c) of this
section. Use the resulting rate(s) of basic pay as
the existing rate(s) in effect immediately before
promotion in applying steps B and C.

Step B | Identify the employee’s existing GS rate (or LEO
special base rate) in the grade before promotion,
and increase that rate by two GS within-grade in-

creases for that grade.
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Step C | Determine the payable (highest) rate of basic pay
for the step or rate determined in step B by ap-
plying any locality payment or special rate supple-
ment applicable to the given grade, based on the
employee’s position of record before promotion
and official worksite after promotion. (If the rate
determined in step B is above the range max-
imum, use the same locality payment or special
rate supplement that applies to rates within the
rate range.)

Step D | Identify the highest applicable rate range for the
employee’s position of record after promotion and
find the lowest step rate in that range that equals
or exceeds the rate determined in step C. This is
the employee’s payable rate of basic pay upon
promotion. (If the rate identified in step C ex-
ceeds the maximum of the rate range identified in
this step, the employee’s payable rate is that
maximum rate, or, if the employee’s existing rate
is higher than that maximum rate, a retained rate
under 5 CFR part 536 equal to that existing rate.)

(ii) Example of standard method: A
GS-11, step 5, employee in Los Angeles
is promoted to a GS-12 position in Kan-
sas City. In Kansas City, a special rate
schedule would apply to the employee’s
GS-11 position, but at GS-12 no special
rate range applies; instead, just a local-
ity rate range applies. Thus, different
pay schedules apply to the employee in
Kansas City before and after pro-
motion. The agency determines that
the standard method produces a higher
rate than the alternate method because
the employee is covered by a special
rate schedule before promotion but not
after promotion, The agency also de-
termines it will not invoke the excep-
tion provision under paragraph
(d)(2)(iii). The agency applies the
standard method as follows:

Step A | Apply the geographic conversion rule to determine
the rates of basic pay for the GS—11, step 5, po-
sition in Kansas City. The pay schedules applica-
ble to the employee in Kansas City are the Gen-
eral Schedule, the locality rate schedule applica-
ble in Kansas City, and the special rate schedule
applicable to the employee’s position in Kansas
City.

Step B | Using the underlying General Schedule, increase
the GS-11, step 5, rate by two within-grade in-

creases, which produces the GS—11, step 7, rate.

Step C | The payable (highest) rate of basic pay for GS-11,
step 7, is the corresponding GS-11, step 7, spe-
cial rate that would be applicable to the GS—11

position in Kansas City.
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Step D | The highest applicable rate range for the GS-12
position after promotion is the GS—12 locality rate
range under the Kansas City locality rate sched-
ule. Find the lowest step rate in that range that
equals or exceeds the GS-11, step 7, special
rate from step C. That step rate is the payable
rate of basic pay upon promotion.

(4) Alternate method. (i) The alternate
method of applying the promotion rule,
which involves using pay schedules ap-
plicable before promotion and then
converting pay to a different schedule
applicable after promotion, is pre-
sented in the following table:

Promotion Rule—Alternate Method

Steps
A, B,
(o]

Same as standard method in paragraph (d)(3) of
this section.

Step D | Identify the highest applicable rate range for the
employee’s grade after promotion based on con-
sideration of any pay schedule that applied to the
employee’s position of record before promotion
(after any geographic conversion). (Do not con-
sider pay schedules that apply only to the em-
ployee’s new position of record after promotion.
For example, if a particular special rate schedule
applies only to an employee’s position of record
after promotion, disregard that schedule in apply-
ing this step.) Find the lowest step in the highest
applicable rate range that equals or exceeds the
rate identified in step C. (If the rate identified in
step C exceeds the maximum of the rate range
identified in this step, the employee’s payable
rate is that maximum rate, or, if the employee’s
existing rate is higher than that maximum rate, a
retained rate under 5 CFR part 536 equal to that
existing rate.)

Step E | Convert the lowest step rate identified in step D to a
corresponding step rate (same step) in the high-
est applicable rate range for the employee’s new
position of record after promotion. This is the em-
ployee’s alternate payable rate of basic pay upon
promotion. (If the rate derived under step D was
a retained rate, determine the alternate payable
rate of basic pay as provided in paragraph
(d)(4)(ii) of this section.)

Step F | If the alternate payable rate identified in step E ex-
ceeds the payable rate resulting from the stand-
ard method in paragraph (d)(3) of this section, the
employee is entitled to the alternate rate upon
promotion. Otherwise, the employee is entitled to
the payable rate derived under the standard
method, except as provided in paragraph
(d)(2)(iii) of this section.

(ii) In applying step E of the table in
paragraph (d)(4)(i) of this section, if the
rate derived under step D was a re-
tained rate, compare the retained rate
to the highest applicable rate range
identified in step E. If the retained rate
exceeds the maximum of that rate
range, the retained rate continues and
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is the employee’s alternate payable
rate upon promotion. If the retained
rate is below the rate range maximum,
the employee’s alternate payable rate
upon promotion is the maximum rate
of the range (step 10).

(iii) Example of alternate method: A
GS-T7, step 7, employee in Atlanta is
promoted to a GS-9 position in Wash-
ington, DC. The promotion involves
not only a change in grade but also a
change in the employee’s occupational
series. In Washington, DC, no special
rate schedule would apply to a GS-7 or
GS-9 position in the old occupational
series, but a special rate schedule does
apply to the GS-9 position in the new
occupational series. Thus, different pay
schedules apply before and after pro-
motion, and the alternate method
would result in a higher rate than the
standard method. As provided in para-
graph (d)(2)(ii) of this section, the
agency must apply the alternate meth-
od and compare the result to the result
derived under the standard method, as
follows:

Step A | Apply the geographic conversion rule in §531.205
to determine the rates of basic pay for the GS—7,
step 7, position in Washington, DC. Based on the
GS-7 position before promotion (including the old
occupational series), the pay schedules applica-
ble to the employee in Washington, DC, would be
the General Schedule and the locality rate sched-
ule applicable in Washington, DC.

Step B | Using the underlying General Schedule, increase
the GS-7, step 7, rate by two within-grade in-

creases, which produces the GS-7, step 9, rate.

Step C | The payable (highest) rate of basic pay for GS-7,
step 9, is the corresponding GS-7, step 9, locality

rate in Washington, DC.

Step D

the employee were promoted to a GS—-9 position
in the old occupational series, the highest appli-
cable rate range for that GS—9 position after pro-
motion would be the GS-9 locality rate range in
Washington, DC. The GS-9, step 3, locality rate
is the lowest step rate in that range that equals or
exceeds the GS-7, step 9, locality rate from step
C.

Step E | Convert the GS-9, step 3, locality rate to the higher
GS-9, step 3, special rate that applies to the em-
ployee’s position after promotion (including the
new occupational series). That GS-9, step 3,
special rate is the payable rate of basic pay upon
promotion.
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Step F

Assume that the standard method would have com-
pared the GS-7, step 9, locality rate directly to
the higher GS—-9 range of special rates and pro-
duced a rate of GS-9, step 1. Since the rate pro-
duced by the alternate method (GS-9, step 3) is
greater than the rate produced by the standard
method, the result of the alternate method is
used.

(5) If employee was receiving a retained
rate before promotion. (i) If an employ-
ee’s existing payable rate of basic pay
before promotion is a retained rate,
apply the applicable promotion meth-
ods in paragraphs (d)(3) or (d)(4) of this
section as if the employee were receiv-
ing the maximum rate of the employ-
ee’s grade before promotion.

(ii) If the payable rate of basic pay
after promotion determined under
paragraph (d)(6)(i) of this section is
greater than the employee’s existing
retained rate, the employee is entitled
to that payable rate.

(iii) If the existing retained rate is
greater than the rate determined under
paragraph (d)(5)(i) of this section, the
retained rate must be compared to the
highest applicable rate range for the
position after promotion, as provided
in 5 CFR 536.304. The employee is enti-
tled to the lowest step rate in the
range that equals or exceeds the re-
tained rate or, if the retained rate ex-
ceeds the range maximum, to the re-
tained rate.

(6) If employee is promoted from GS-1 or
GS-2. In applying the promotion rule to
an employee who is promoted from step
9 or 10 of grade GS-1 or GS-2, the value
of two within-grade increases is deter-
mined by doubling the within-grade in-
crease between step 9 and 10 for the ap-
plicable grade.

(e) Temporary promotions. Pay is set
for an employee receiving a temporary
promotion on the same basis as a per-
manent promotion. Upon expiration or
termination of the temporary pro-
motion, pay is set as provided in
§531.215(c). If a temporary promotion is
made permanent immediately after the
temporary promotion ends, the agency
may not return the employee to the
lower grade; instead, the agency must
convert the employee’s temporary pro-
motion to a permanent promotion
without a change in pay.

(f) Corrections of demotions. The pro-
motion rule in this section may not be
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used in correcting an erroneous demo-
tion. (See §531.215(e).)

[70 FR 31291, May 31, 2005, as amended at 70
FR 74995, Dec. 19, 2005]

§531.215 Setting pay upon demotion.

(a) General. Except as otherwise pro-
vided in this section, an employee who
is demoted is entitled to the minimum
payable rate of basic pay for the lower
grade unless the agency sets the em-
ployee’s pay at a higher rate under—

(1) The grade and pay retention rules
in 5 CFR part 536, as applicable; or

(2) The maximum payable rate rule
in §531.221, as applicable.

(b) Geographic conversion. If the em-
ployee’s official worksite after demo-
tion is in a different geographic loca-
tion where different pay schedules
apply, the agency must first convert
the employee’s payable rate of pay as
required by §531.205 before setting the
demoted employee’s pay using the
grade and pay retention rules in 5 CFR
part 536 or the maximum payable rate
rule in §531.221.

(c) Ezxpiration or termination of a tem-
porary promotion. (1) When an employee
is returned to the lower grade from
which promoted on expiration or ter-
mination of a temporary promotion,
the agency must set the employee’s
payable rate of basic pay in the lower
grade as if he or she had not been tem-
porarily promoted, unless the agency
sets pay at a higher rate under the
maximum payable rate rule in §531.221.
As provided in subpart D of this part,
time during the temporary promotion
may be creditable service towards GS
within-grade increases in the lower
grade.

(2) If a temporary promotion is made
permanent immediately after the tem-
porary promotion ends, the agency
may not return the employee to the
lower grade. (See §531.214(e).)

(d) Demotion upon failure to complete a
supervisory probationary period. When an
employee promoted to a supervisory or
managerial position does not satisfac-
torily complete a probationary period
established under 5 U.S.C. 3321(a)(2) and
is returned to a position at the lower
grade held before the promotion, the
agency must set the employee’s pay-
able rate of basic pay upon return to
the lower grade as if the employee had
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not been promoted to the supervisory
or managerial position, unless the
agency sets pay at a higher rate under
the maximum payable rate rule in
§531.221. As provided in subpart D of
this part, time served following the
promotion may be creditable service
towards GS within-grade increases in
the lower grade. However, nothing in
this paragraph prohibits an agency
from taking action against an em-
ployee serving under a probationary
period under 5 U.S.C. 3321(a)(2) for
cause unrelated to supervisory or man-
agerial performance and setting pay in
accordance with such action.

(e) Correcting an erroneous demotion.
When a demotion is determined to be
erroneous and is canceled, the agency
must set the employee’s rate of basic
pay as if the employee had not been de-
moted. The action is a correction of
the original demotion action and may
not be treated as a promotion under
§531.214. For example, when a demotion
based on a reclassification of the em-
ployee’s position is found to be erro-
neous and is corrected retroactively
under 5 CFR 511.703, the corrective ac-
tion is cancellation of the original de-
motion.

[70 FR 31291, May 31, 2005, as amended at 73
FR 66152, Nov. 7, 2008]

§531.216 Setting pay when an em-
ployee moves from a Department of
Defense or Coast Guard non-
appropriated fund instrumentality.

(a) General. This section governs the
setting of pay for an employee who
moves to a GS position in the Depart-
ment of Defense or the Coast Guard
from a position in a nonappropriated
fund instrumentality (NAFI) (as de-
scribed in 5 U.S.C. 2105(c)) of the De-
partment of Defense or the Coast
Guard, respectively, without a break in
service of more than 3 days. If an em-
ployee moves from a NAFI position to
a GS position with a break of more
than 3 days or moves from a NAFI posi-
tion in the Department of Defense or
the Coast Guard to a GS position out-
side of the Department of Defense or
the Coast Guard, respectively, the em-
ployee has no special conversion rights
and this section does not apply.

(b) NAFI highest previous rate. For the
purpose of this section, the term
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“NAFI highest previous rate” means
the highest rate of basic pay received
by an employee during service in a
NAFI position, as described in 5 U.S.C.
2105(c).

(c) Voluntary move. (1) For a Depart-
ment of Defense or Coast Guard em-
ployee who moves voluntarily, without
a break in service of more than 3 days,
from a NAFI position in the Depart-
ment of Defense or the Coast Guard to
a GS position in the Department of De-
fense or the Coast Guard, respectively,
the agency may set the employee’s ini-
tial payable rate of basic pay at the
lowest step rate in the highest applica-
ble rate range currently in effect for
the employee’s GS position of record
and official worksite which equals or
exceeds the employee’s NAFI highest
previous rate of pay, or any lower step
rate, except as provided in paragraph
(c)(2) or (3) of this section. The employ-
ee’s initial payable rate of basic pay
may not exceed the maximum step rate
(step 10).

(2) If the highest applicable rate
range would be different if the official
worksite for the employee’s position of
record were located at the place where
the employee was stationed while earn-
ing the NAFI highest previous rate, the
agency must determine the employee’s
maximum payable rate of basic pay as
follows:

(i) Compare the NAFI highest pre-
vious rate to the highest applicable
rate range currently in effect in the lo-
cation where the employee was sta-
tioned while earning that rate. The
highest applicable rate range is deter-
mined based on the pay schedules that
would be applicable to the employee’s
current GS position of record if the em-
ployee were stationed in that location.
Identify the lowest step rate in the
highest applicable rate range that was
equal to or exceeded the NAFI highest
previous rate. If the NAFI highest pre-
vious rate is less than the range min-
imum, identify the minimum step rate
(step 1). If the NAFI highest previous
rate exceeds the range maximum, iden-
tify the maximum step rate (step 10).

(ii) Identify the step rate in the high-
est applicable rate range for the em-
ployee’s current official worksite and
position of record that corresponds to
the step rate derived under paragraph
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(¢)(2)(i) of this section. That cor-
responding rate is the maximum pay-
able rate at which the agency may set
the employee’s pay under this section,
except as provided by paragraph (c)(3)
of this section. The agency may set the
employee’s rate of basic pay at any
step rate that does not exceed that
maximum payable rate.

(3) An agency may choose to apply
the maximum payable rate rule in
§531.221 based on a non-NAFI rate of
basic pay if that rule provides a higher
rate than provided by paragraph (c)(1)
or (2) of this section.

(d) Involuntary move. (1) For a Depart-
ment of Defense or Coast Guard em-
ployee who is moved involuntarily (as
defined in paragraph (d)(3) of this sec-
tion), without a break in service of
more than 3 days, from a NAFI posi-
tion in the Department of Defense or
the Coast Guard to a GS position with
substantially the same duties in the
Department of Defense or the Coast
Guard, respectively, the employee is
entitled to an initial payable rate of
basic pay at the lowest step rate of the
grade that is equal to or greater than
the employee’s rate of basic pay in the
NAFI position immediately before the
move. If the employee’s former NAFI
rate exceeds the range maximum, iden-
tify the maximum step rate (step 10).

(2) For an employee covered by para-
graph (d)(1) of this section, the agency
may set the initial payable rate of
basic pay at any of the following rates,
unless the employee is entitled to re-
ceive a higher rate of basic pay under
paragraph (d)(1) of this section:

(i) The lowest step rate within the
highest applicable rate range for the
employee’s GS position of record and
official worksite that equals or exceeds
the employee’s NAFI highest previous
rate, or any lower step rate (consistent
with the method prescribed in para-
graphs (¢)(1) and (2) of this section);

(ii) A rate determined under the max-
imum payable rate rule in §531.221
(using non-NAFI rates of basic pay); or

(iii) A rate determined under the au-
thority to grant pay retention in 5 CFR
536.302(a).

(3) For the purpose of this paragraph
(d), “moved involuntarily’” means the
movement of the incumbent of an
NAFI position in the Department of
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Defense or the Coast Guard with the
position when it is moved to the civil
service employment system of the De-
partment of Defense or the Coast
Guard, respectively.

[70 FR 31291, May 31, 2005, as amended at 74
FR 23938, May 22, 2009]

§531.217 Special conversion rules for
certain non-GS employees.

When an employee moves (without a
break in service) to a GS position from
a non-GS system under an authority in
5 U.S.C. chapters 47, 95, or similar pro-
vision of law, and that authority pro-
vides that an employee will be con-
verted to GS-equivalent rates imme-
diately before leaving the non-GS sys-
tem, the employee is considered a GS
employee in applying the provisions of
this subpart.

USING A HIGHEST PREVIOUS RATE UNDER
THE MAXIMUM PAYABLE RATE RULE

§531.221 Maximum payable rate rule.

(a) General. (1) An agency may apply
the maximum payable rate rule as de-
scribed in this section to determine an
employee’s payable rate of basic pay
under the GS pay system at a rate
higher than the otherwise applicable
rate upon reemployment, transfer, re-
assignment, promotion, demotion,
change in type of appointment, termi-
nation of a critical position pay au-
thority under 5 CFR part 535, move-
ment from a non-GS pay system, or
termination of grade or pay retention
under 5 CFR part 536. (NOTE: Special
rules for GM employees are provided in
§531.247.) A payable rate set under this
section must take effect on the effec-
tive date of the action involved. This
section may not be used to set an em-
ployee’s rate of basic pay retroactively
unless a retroactive action is required
to comply with a nondiscretionary
agency policy.

(2) At its discretion, an agency may
set an employee’s rate(s) of basic pay
at the maximum rate identified under
this section or at a lower rate. How-
ever, the employee’s rate may not be
lower than the rate to which he or she
is entitled under any other applicable
pay-setting rule.

(3) In applying this section, an agen-
cy must use applicable annual rates of
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pay or, if a rate under a non-GS system
is an hourly rate, convert the hourly
rate to an annual rate.

(4) In applying this section, an agen-
cy must treat a critical position pay
rate under 5 CFR part 535 as if it were
a rate under a non-GS pay system, as
described in paragraph (d) of this sec-
tion.

(5) In applying this section, an agen-
cy must treat an adjusted GS rate that
includes market pay under 38 U.S.C.
7431(c) as if it were a rate under a non-
GS pay system, as described in para-
graph (d) of this section.

(b) When highest previous rate is based
on a GS rate or LEO special base rate.
When an employee’s highest previous
rate (as determined under §531.222) is
based on a GS rate or an LEO special
base rate paid under the GS pay sys-
tem, an agency must determine the
maximum payable rate of basic pay
that may be paid to the employee as
follows:

(1) Compare the employee’s highest
previous rate with the GS rates for the
grade in which pay is currently being
set. For this comparison, use the
schedule of GS rates in effect at the
time the highest previous rate was
earned. In applying this paragraph to
an employee who was a law enforce-
ment officer receiving an LEO special
base rate when the highest previous
rate was earned, compare the highest
previous rate to the applicable LEO
special base rates in lieu of GS rates if
the grade in which pay is currently
being set is one of the grades from GS-
3 through GS-10.

(2) Identify the lowest step in the
grade at which the GS rate (or LEO
special base rate, if applicable) was
equal to or greater than the employee’s
highest previous rate. If the employee’s
highest previous rate was greater than
the maximum GS rate (or LEO special
base rate, if applicable) for the grade,
identify the step 10 rate (i.e., maximum
rate of the grade).

(3) Identify the rate on the currently
applicable range of GS rates or LEO
special base rates for the employee’s
current position of record and grade
that corresponds to the step identified
in paragraph (b)(2) of this section. This
rate is the maximum payable GS rate
or LEO special base rate the agency

§531.221

may pay the employee under this sec-
tion.

(4) After setting the employee’s GS
or LEO special base rate within the
rate range for the grade (not to exceed
the maximum payable rate identified
in paragraph (b)(3) of this section), the
agency must determine the employee’s
payable rate of basic pay based on the
employee’s GS or LEO special base
rate.

(c) When highest previous rate is based
on a GS employee’s special rate. When a
GS employee is reassigned under the
conditions described in §531.222(c), the
employee’s former special rate in effect
immediately before the reassignment
may be used as the employee’s highest
previous rate. If the employee’s former
special rate schedule is being adjusted
on the effective date of the employee’s
reassignment, the agency must deter-
mine what the employee’s special rate
would have been on that adjusted
schedule (before any other simulta-
neous action) and treat the resulting
special rate as the employee’s former
special rate in applying paragraph
(c)(1) and (2) of this section. The agen-
cy must apply the maximum payable
rate rule as follows:

(1) When the employee is assigned to
an official worksite within the geo-
graphic boundaries of a formerly appli-
cable special rate schedule, compare
the former special rate to the rates of
basic pay in the highest applicable rate
range for the employee’s current posi-
tion of record and current official
worksite. Identify the lowest step rate
in that range that equals or exceeds
the former special rate (or the max-
imum step rate, if the former special
rate exceeds the range maximum).
That step rate is the employee’s max-
imum payable rate of basic pay.

(2) When the employee is assigned to
an official worksite outside the geo-
graphic boundaries of the formerly ap-
plicable special rate schedule, deter-
mine the maximum payable rate as fol-
lows:

(i) Convert the former special rate to
a corresponding rate (same step) in the
current highest applicable rate range
for the new official worksite based on
the employee’s position of record im-
mediately before the reassignment.
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(ii) If the rate resulting from the geo-
graphic conversion under paragraph
(c)(2)(i) of this section is a special rate,
that converted special rate is deemed
to be the employee’s former special
rate and highest previous rate in apply-
ing paragraph (c)(2)(iii) of this section.
If the resulting rate is not a special
rate, this paragraph (¢c) may not be
used to determine the employee’s max-
imum payable rate. Instead, paragraph
(b) of this section must be used.

(iii) Compare the employee’s highest
previous rate (i.e., the former special
rate after the geographic conversion)
with the rates on the current highest
applicable rate range for the new offi-
cial worksite based on the employee’s
position of record after the reassign-
ment. Identify the lowest step rate in
that range that equals or exceeds the
highest previous rate (or the maximum
step rate, if the highest previous rate
exceeds the range maximum). That
step rate is the employee’s maximum
payable rate of basic pay.

(3) After setting the employee’s rate
of basic pay in the highest applicable
rate range (not to exceed the maximum
payable rate), the agency must deter-
mine any underlying rate of basic pay
to which the employee is entitled based
on the employee’s step rate.

(d) When highest previous rate is based
on a rate under a non-GS pay Ssystem.
When an employee’s highest previous
rate (as provided in §531.222) is based
on a rate of basic pay in a non-GS pay
system, the agency must determine the
maximum payable rate of basic pay
that may be paid to the employee in
his or her current GS position of record
as follows:

(1) Compare the highest previous rate
to the highest applicable rate range in
effect at the time and place where the
highest previous rate was earned. The
highest applicable rate range is deter-
mined as if the employee held the cur-
rent GS position of record (including
grade in which pay is being set) at that
time and place. Identify the lowest step
rate in that range that was equal to or
higher than the highest previous rate
(or the maximum step rate if the high-
est previous rate exceeded the range
maximum).

(2) Convert the step rate identified in
paragraph (d)(1) of this section to a

5 CFR Ch. | (1-1-16 Edition)

corresponding rate (same step) in the
current highest applicable rate range
for the employee’s current GS position
of record and official worksite. That
step rate is the employee’s maximum
payable rate of basic pay.

(3) After setting the employee’s rate
of basic pay in the current highest ap-
plicable rate range (not to exceed the
maximum payable rate), the agency
must determine any underlying rate of
basic pay to which the employee is en-
titled at the determined step rate.

[70 FR 31291, May 31, 2005, as amended at 73
FR 66152, Nov. 7, 2008]

§531.222 Rates of basic pay that may
be used as the highest previous
rate.

(a)(1) Subject to the conditions in
this section and §531.223, the highest
previous rate used in applying §531.221
is—

(i) The highest rate of basic pay pre-
viously received by an individual while
employed in a civilian position in any
part of the Federal Government (in-
cluding service with the government of
the District of Columbia for employees
first employed by that government be-
fore October 1, 1987), without regard to
whether the position was in the GS pay
system; or

(ii) The highest rate of basic pay in
effect when a GS employee held his or
her highest GS grade and highest step
within that grade.

(2) The highest previous rate must be
a rate of basic pay received by an em-
ployee while serving on a regular tour
of duty—

(i) Under an appointment not limited
to 90 days or less; or

(ii) For a continuous period of not
less than 90 days under one or more ap-
pointments without a break in service.

(b) For periods of service as a GS em-
ployee, the highest previous rate may
not be a special rate, except as pro-
vided in paragraph (c) of this section. If
the highest previous rate is a locality
rate, the underlying GS rate or an LEO
special base rate associated with that
locality rate must be used as the high-
est previous rate in applying
§531.221(b).

(c) An agency may use a GS employ-
ee’s special rate established under 5
U.S.C. 5305 and 5 CFR part 530, subpart
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C, or 38 U.S.C. 7455 as the highest pre-
vious rate when all of the following
conditions apply:

(1) The employee is reassigned to an-
other position in the same agency at
the same grade level;

(2) The special rate is the employee’s
rate of basic pay immediately before
the reassignment; and

(3) An authorized agency official
finds that the need for the services of
the employee, and the employee’s con-
tribution to the program of the agency,
will be greater in the position to which
reassigned. An agency must make such
determinations on a case-by-case basis.
In each case, the agency must docu-
ment the determination to use the spe-
cial rate as an employee’s highest pre-
vious rate in writing.

(d) When an agency is barred from
using a special rate established under 5
U.S.C. 5305 and 5 CFR part 530, subpart
C, or 38 U.S.C. 7455 as an employee’s
highest previous rate under §531.223(g),
the agency must consider a special rate
employee’s underlying GS rate (or LEO
special base rate, if applicable) in de-
termining the employee’s highest pre-
vious rate for the purpose of applying
paragraph (b) of this section.

[70 FR 31291, May 31, 2005, as amended at 70
FR 74995, Dec. 19, 2005]

§531.223 Rates of basic pay that may
not be used as the highest previous
rate.

The highest previous rate may not be
based on the following:

(a) A rate received under an appoint-
ment as an expert or consultant under
5 U.S.C. 3109;

(b) A rate received in a position to
which the employee was temporarily
promoted for less than 1 year, except
upon permanent placement in a posi-
tion at the same or higher grade;

(c) A rate received in a position from
which the employee was reassigned or
reduced in grade for failure to satisfac-
torily complete a probationary period
as a supervisor or manager;

(d) A rate received by an individual
while employed by the government of
the District of Columbia who was first
employed by that government on or
after October 1, 1987;

(e) A rate received by an individual
while employed by a Department of De-

§531.242

fense or Coast Guard nonappropriated
fund instrumentality;

(f) A rate received solely during a pe-
riod of interim relief under 5 U.S.C.
7701(b)(2)(A);

(g) A special rate established under 5
U.S.C. 5305 and 5 CFR part 530, subpart
C, or 38 U.S.C. 7455 (except as provided
in §531.222(c));

(h) A rate received under a void ap-
pointment or a rate otherwise contrary
to applicable law or regulation;

(i) A rate received as a member of the
uniformed services; or

(j) A retained rate under 5 U.S.C. 5363
or a similar rate under another legal
authority.

[70 FR 31291, May 31, 2005, as amended at 73
FR 66153, Nov. 7, 2008]

SPECIAL RULES FOR GM EMPLOYEES

§531.241 Retaining and losing GM sta-
tus.

(a) An employee retains status as a
GM employee (as defined in §531.203)
when detailed to any position or when
reassigned to another GS position in
which the employee continues to be a
supervisor or management official (as
defined in 5 U.S.C. 7103(a)(10) and (11)).

(b) An employee permanently loses
status as a GM employee if he or she is
promoted (including a temporary pro-
motion), transferred, demoted, reas-
signed to a position in which the em-
ployee will no longer be a supervisor or
management official, has a break in
service of more than 3 days, or becomes
entitled to a retained rate under 5 CFR
part 536. (A retained grade is not con-
sidered in determining whether a GM
employee has been reduced in grade.
See 5 CFR 536.205.)

§531.242
status.

Setting pay upon loss of GM

(a) On loss of status as a GM em-
ployee under §531.241 (except as pro-
vided in paragraph (b) of this section),
an employee must receive his or her ex-
isting payable rate of basic pay, plus
any of the following adjustments that
may be applicable on the effective date
of the loss of status, in the order speci-
fied:

(1) The amount of any annual adjust-
ment in GS rates under 5 U.S.C. 5303,
and the amount of any adjustment in
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locality payments or special rate sup-
plements, to which the employee other-
wise would be entitled on that date;

(2) The amount of any within-grade
increase to which the employee other-
wise would be entitled on that date
under 5 U.S.C. 5335 and subpart D of
this part;

(3) The amount resulting from a pro-
motion effective on that date (con-
sistent with §531.243(c));

(4) In the case of an employee who
loses GM status without a change of
grade and whose GS rate falls between
two steps of a GS grade, the amount of
any increase needed to pay the em-
ployee the rate for the next higher step
of that grade; and

(5) In the case of an employee whose
resulting GS rate is below the min-
imum rate of a GS grade, the amount
of any increase needed to pay the em-
ployee the minimum rate for that
grade.

(b) For an employee who loses status
as a GM employee as a result of a de-
motion, pay must be set as provided in
§531.215. A GM employee’s off-step GS
rate at the grade before demotion is
not converted to a GS step rate before
the demotion, but the employee must
be placed on a GS step rate when pay is
set in the lower grade.

§531.243 Promotion of a GM employee.

(a) Upon promotion, an employee’s
status as a GM employee ends, as pro-
vided in §531.241(b).

(b) When an employee loses status as
a GM employee because of a temporary
promotion and is returned to the lower
grade upon expiration or termination
of the temporary promotion under
§531.215(c)(1), he or she will be deemed
to have been placed at the lowest step
rate that equals or exceeds the employ-
ee’s former GS rate (as a GM employee)
on the effective date of the temporary
promotion, before applying any other
step increases based on his or her serv-
ice during the temporary promotion.

(c) A GM employee’s GS rate is used
as the existing rate of pay in applying
the promotion rule in §531.214. A GM
employee’s off-step GS rate in the
grade before promotion is not con-
verted to a GS step rate in applying
the promotion rule, but the employee
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must be placed on a GS step rate in the
post-promotion grade.

§531.244 Adjusting a GM employee’s
rate at the time of an annual pay
adjustment.

(a) On the effective date of an annual
pay adjustment under 5 U.S.C. 5303 or
similar authority, an agency must set
the new GS rate for a GM employee as
follows:

(1) For a GM employee whose GS rate
equals a regular GS step rate, set the
employee’s rate at the new step rate in
the adjusted General Schedule that
corresponds to the employee’s grade
and step as in effect immediately be-
fore the effective date of the pay ad-
justment.

(2) For a GM employee whose GS rate
is below the minimum rate of the GS
rate range for the employee’s grade, in-
crease the existing GS rate by the
same percentage as the annual pay ad-
justment for the GS rate range applica-
ble to the employee’s grade, with the
result rounded to the nearest dollar
(not to exceed the minimum rate of the
range).

(3) For a GM employee whose GS rate
is between GS step rates, apply the fol-
lowing method:

Step A | Using the rates and ranges in effect immediately
before the annual pay adjustment, find the dif-
ference between the GM employee’s GS rate and
the minimum rate of the GS rate range for the

employee’s grade.

Step B | Find the difference between the maximum rate and
minimum rate of the GS rate range in effect im-
mediately before the annual pay adjustment. (If
the GS maximum rate was not payable because
of the EX level V pay limitation in 5 U.S.C.

5303(f), use the uncapped maximum rate.)

Step C | Divide the result from step A by the result from step
B. Carry this result to the seventh decimal place
and truncate, rather than round, the result. This
decimal factor represents the employee’s relative

position in the rate range.

Step D | Using rates and ranges in effect after the annual
pay adjustment, find the difference between the
maximum rate and minimum rate of the new GS
rate range for the employee’s grade. (If the GS
maximum rate was not payable because of the
EX level V pay limitation, use the uncapped max-
imum rate.)

Step E | Multiply the result from step D by the factor derived

from step C.
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Step F | Add the result from step E to the minimum rate of
the employee’s current GS rate range and round
to the next higher whole dollar. The resulting rate
is the GM employee’s new GS rate (subject to

the EX level V pay limitation).

(b) [Reserved]

[70 FR 31291, May 31, 2005, as amended at 73
FR 66153, Nov. 7, 2008]

§531.245 Computing locality rates and
special rates for GM employees.

Locality rates and special rates are
computed for GM employees in the
same manner as locality rates and spe-
cial rates for other GS employees. The
applicable locality payment or special
rate supplement is added on top of the
GM employee’s GS rate.

§531.246 Within-grade
GM employees.

GM employees are entitled to within-
grade increases as provided under sub-
part D of this part. A within-grade in-
crease may not cause a GM employee’s
GS rate to exceed the maximum GS
rate of his or her grade. GM employees
may receive quality step increases as
provided in subpart E of this part.

[78 FR 66153, Nov. 7, 2008]

§531.247 Maximum payable rate rule
for GM employees.

(a) A rate received by a GM employee
may qualify as a highest previous rate
under §531.222.

(b) As provided in §§531.221(a) and
531.241(b), if an employee loses status
as a GM employee because of a trans-
fer, promotion, demotion, or reassign-
ment to a position in which the em-
ployee will no longer be a supervisor or
management official, and if the em-
ploying agency after the action chooses
to apply the maximum payable rate
rule, the agency must follow the rules
in §531.221.

increases for

§531.247

(c) If an employee retains GM status
after an action that allows application
of the maximum payable rate rule in
§531.221 to set the employee’s pay, the
rules in §531.221 must be applied in ac-
cordance with the following special
provisions:

(1) In comparing the employee’s high-
est previous rate to an applicable rate
range for the grade in which pay is
being set, do not identify the lowest
step rate that equals or exceeds the
highest previous rate. Instead, identify
the rate in the rate range that equals
the highest previous rate unless that
highest previous rate is below the
range minimum or above the range
maximum. If the highest previous rate
is below the range minimum, identify
the minimum rate (step 1) of the grade.
If the highest previous rate is above
the range maximum, identify the max-
imum rate (step 10) of the grade.

(2) In applying §531.221(b) for an em-
ployee whose highest previous rate is a
GS rate, the highest previous rate
must be compared to the GS rate range
for the grade in which pay is currently
being set, but which was in effect at
the time the highest previous rate was
earned. If the highest previous rate was
earned while the current GS rate range
was in effect, the rate identified under
paragraph (c)(1) of this section is the
maximum payable GS rate. Otherwise,
based on the rate identified in para-
graph (c)(1) of this section, the agency
must determine the corresponding rate
in the current GS rate range for the
grade in which pay is currently being
set. That corresponding rate is the
maximum payable GS rate. If the high-
est previous rate was above the range
minimum and below the range max-
imum, the corresponding rate in the
current GS rate range must be derived
as follows:

Find the difference between the employee’s highest previous rate

and the minimum rate for the GS rate range (for the employ-
ee’s current grade) in effect at the time the highest previous

rate was earned.

Find the difference between the maximum rate and the min-

imum GS rate for the rate range identified in step A. (If the
GS maximum rate was not payable because of the EX level V
pay limitation, use the uncapped maximum rate.)
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Divide the result from step A by the result from step B. Carry

this result to the seventh decimal place and truncate, rather
than round, the result. This decimal factor represents the em-
ployee’s relative position in the rate range.

Using the current GS rate range (for the employee’s current

grade), find the difference between the maximum rate and the
minimum rate. (If the maximum GS rate was not payable be-
cause of the EX level V pay limitation, use the uncapped max-

Step C ............
StepD ...........
imum GS rate.)
Step E ............
C
Step F ............

Multiply the result from step D by the factor derived under step

Add the result from step E to the minimum rate for the employ-

ee’s current GS rate range and round to the next higher whole
dollar. This rate is the maximum payable GS rate the agency
may pay the employee (subject to the EX level V pay limita-

tion).

(3) In applying §531.221(c) for an em-
ployee whose highest previous rate is a
special rate, the highest previous rate
(after any geographic conversion) must
be compared directly to the current
highest applicable rate range for the
employee’s position of record and offi-
cial worksite after reassignment. Thus,
the rate identified under paragraph
(c)(1) of this section is the maximum
payable rate of basic pay.

[70 FR 31291, May 31, 2005, as amended at 73
FR 661563, Nov. 7, 2008]

Subpart C [Reserved]

Subpart D—Within-Grade
Increases

SOURCE: 46 FR 2319, Jan. 9, 1981, unless oth-
erwise noted.

§531.401 Principal authorities.

The following are the principal au-
thorities for the regulations in this
subpart:

(a) Section 2301(b)(3) of title 5, United
States Code, provides in part that ‘“‘ap-
propriate incentives and recognition
should be provided for excellence in
performance.”

(b) Section 5301(a)(2) of title 5, United
States Code, provides that ‘“‘pay dis-
tinctions be maintained in Kkeeping
with work and performance distinc-
tions.”

(c) Section 5338 of title 5, United
States Code, provides that ‘“The Office
of Personnel Management may pre-
scribe regulations necessary for the ad-

ministration’ of General Schedule pay
rates, including within-grade increases.

(d) Section 4 of the Performance
Management and Recognition System
Termination Act of 1993 (Pub. L. 103-89)
provides that ‘‘the Office of Personnel
Management shall prescribe regula-
tions necessary for the administration
of this section.”

[61 FR 8419, Mar. 11, 1986, as amended at 59
FR 40793, Aug. 10, 1994; 60 FR 33098, June 27,
1995]

§531.402

(a) Except as provided in paragraph
(b) of this section, this subpart applies
to employees who—

(1) Are classified and paid under the
General Schedule;

(2) Occupy permanent positions; and

(3) Are paid less than the maximum
rate of their grade.

(b) This subpart does not apply to
any employee who is appointed by the
President, by and with the advice and
consent of the Senate.

[70 FR 31301, May 31, 2005]

Employee coverage.

§531.403 Definitions.

In this subpart:

Acceptable level of competence means
performance by an employee that war-
rants advancement of the employee’s
rate of basic pay to the next higher
step of the grade or the next higher
rate within the grade (as defined in
this section) of his or her position, sub-
ject to the requirements of §531.404 of
this subpart, as determined by the head
of the agency (or designee).
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